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Inthecourseof monitoring
caselaw fromthevarious
jurisdictions, wehave
noticedadightincreasein
thenumber of judgments
being entered against
appraisers. Wehave
summarized acoupleof those casesso that you canbe
awareof thetypesof actionsor omissionsor practices
that canresultinmonetary damages.

I nTuthill Financev. Arthur Greenlaw et.al, 1998 Conn.
Super. Lexis1253, anappraisa firmwasretained by a
mortgage brokerage company to appraisetwelve
unimproved lotsinasubdivisioninthestate of Connecti-
cut for the purposesof making apurchasemoney
mortgage. Lender inthetransactionwasTuthill Finance.

Theappraisersvaluedthelotsat $715,000.00. The
apprai serscommitted numerouserrorsincludingfailure
tomentionthelotshad rocky ledgesand steep slopes,
werenon-conforming asto area, only four werebuild-
able, thezoning was misstated and thereport failed to
useavailablecomparablelot sales. Thetruemarket
valueof thelotswas$230,000.00.

Theloanwasmadebut theborrower defaulted and the
lotswereforecl osed and adeficiency judgment of
$604, 942.16 wasentered against theborrower. The
lender filed suit against theapprai sersin negligenceand
breach of contract. Theappraisersdefendedona
number of theories, includingthelack of privity of
contract betweenthelender andtheappraisers. (The
mortgagebroker wastheclient, not thelender).

Civil Judgments Against Appraisers

Thecourt entered judgment against theapprai sersand
for thelender inthesumof $280,738.00.

The Superior Court of New Jersey alsogranted acivil
judgment agai nst an appraiser for professiona malprac-
ticeinMarieA. Johnsonv. AmericanHomestead
Mortage, eta., 703 A. 2d 984 (NJApp 1997). Inthat
case, theapprai ser under-valued ahomefor purposesof
areversemortgage. By serioudy miscaculatingthe
squarefootage, theva ueconclusionwas25%lessthan
actual market value. Thiscreated problemsfor the
borrower when she subsequently sold thehomebecause
shehad agreedto sharetheappreciationwiththelender.
Appreciationwascal culated asany increaseinvalue
fromthebaselineappraisal. Inactuality, therehad been
littleor no appreciationfromthetruemarket valueat the
timethemortgageloanwasmade. However, shedid
sall thehomefor morethanthebaselinevauation. At
closing shewasrequiredto pay themortgagelender a
shareof the phantom appreciationfromtheerroneous
baselineappraisal.

Theborrower wasawarded ajudgment against the
appraiser for theamount shehad to pay thelender
($45,000.00) lessany actual appreciation.

Thequestionfrequently arisesastowhether athird party
(non-client) can stateaclaim against an appraiser for
negligent misrepresentation. The SupremeCourt of
Washingtonhasanswered thequestionintheaffirmative
inSchaaf v. Highfield, 896 P.2d 665 (Wash. 1995).
Schaaf, aDesert Storm veteran purchased ahomewith
aVA loan. After closing hediscoveredtheroof severely
leaked. Hesued everyoneinvolved, includingthe

continued on page 2
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Civil Judgments

continued from page 1

appraiser retainedby theVA. The
court held: “Weconcludethat athird
party inWashingtonmay stateaclaim
for negligent misrepresentationagainst
areal estate apprai ser pursuant to
Restatement (Second) of Torts8
552. Theliability of areal estate
appraiserinthesecircumstances
extendsonly tothoseinvolvedinthe
transactionthat triggeredtheappraisa
report, including, but not necessarily
limitedto, thebuyer andthesdller.”
TheCourt went onto say that the
appraisersmightalsobeliableto
otherswhorely onthereport.
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Take the Online Appraisal Leap

by Michael Schafer

Thedemandfor theelectronicex-
changeof appraisa informationis
movingfastintotheageof
thelnternet. Whilesome
appraiserswill facethisnew
frontierwithunhurried o
skepticism, savvy appraisers Ca
will takeadvantageof thisnew market
opportunity.

TF

Y earsago, theexchangeof informa
tion between appraisersand lenders
occurred by mail. Thiswasaleisurely
two-week cycle. Theintroduction of
overnight delivery droppedthe
delivery timetodaysbutincreasedthe
cost substantialy. Thencamethe
modemanddia-uptransmission,
whichwasreplaced quickly withthe
speed and efficiency of thelnternet.

Appraisersnow havetheability to
deliver completed appraisal reportsin
minutes. Onceagain, appraisersare
onthevergeof anindustry-wide
paradigm shift, and thosewho choose
toremainloyal toold businessprac-
ticesmay soon beout of business.

Today, EDI (el ectronicdatainter-
change) istheoneof themost talked
about subjectsinboththemortgage
lendingand appraisal industries. EDI
isessentially asmpleprocedure
whereall thecomponentsof an
appraisal report areplacedintoan
“electronicenvelope’ andtransmitted
tothelender viathelnternet.

Let’ scompareand contrast the
traditional appraisa processwiththe
EDI appraisal process.

¥

Traditional M ethod:

1) Collectand writeonaclipboardall

theinformationto producethe

report.

L 2) Searchfor comparables.

3) Recordtherelevant data

? oncomparableproperties.
4) Takethemeasurementsof

thestructure.

5) Snap photosand hopeyou re-

member which addressgoeswith

whichpicture.

6) Drop the photosoff for processing.

7) Driveback totheofficeand begin

assmilatingall theinformation.

8) Retypetheinformationfromthe

clipboard ontoyour PC.

9) Printitout.

10) Find themap.

11) Make acopy.

12) Stick thelittletabsonthe subject

and comps.

13) Draw the sketch.

14) Producetheinvoice.

15) Makecopies.

16) Driveback tothephoto center,

pay for thephotos, buy morefilm.

17) Stop by thesupply storefor more

paper; go back totheoffice.

18) Sort thepictures; pastethemonto

theproper pages. Letthegluedry.

19) Collateall the pages.

20) Signall thecopies.

21) Packagethem up and addressthe

envelope.

22) Call thecourier or, if youareup

against atight deadline, hopinthecar

anddriveacrosstowntothelender,

yoursdf.

23) Now go back tothe office, label

thenegatives, andfindroominthe

bulging cabinetstofileaway another

report.
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That’ slotsof work for one$200-300 report, and prices
aregoingdownor stayingthesame.

OnlineTechnology:
Now, let’ scomparethelaborious23-step, old process
withanew method, using new onlineappraisa technology.

1) Westill dothefieldwork, noting theinformationonthe
newly developed hand-held PC.

2) Takephotoswithadigital camerastoringimagesonthe
computer, adisc, oramini CD-ROM for easy reuse.

3) Measuretheproperty.

4) Photograph thecomps.

5) Snap morephotos, instantly knowing whether theshot
wasgood becausetheimage appearsonthecamera.

6) Go back totheoffice.

7) Upload thenotesdirectly intotheappraisal report.

8) Upload the photosto the photo page.

9) Draw the sketch.

10) Download thelocation mapsand edit thefinal docu-
ment.

11) Openyour e-mail, drag and drop thereport tothe
lender, and pressSEND.

Inlesstimethanittakesto get toyour car, your lender has
thereport! Y our reportisautomatically archived onyour
PCfor easy storageand futureaccess.

Onlinemethodssignificantly cut thecost andtimerequired
toproducean appraisal. Thisincreasesthenumber of
apprai salsthat can be performed per day, not to mention
your profit oneach. Internal expensesarereduced or
eliminated. Nomorefilmand processing. Nomore
couriersor postagecosts. Mileageand gasolineexpenses
arereduced. Other savingsincludelessuseof copiers, file
cabinetsand map books.

Appraiserswho embracetechnology will soon besought
after by lenders, especially now that FannieMaghas
introduced aninterfacethat enablesmortgagelendersto
order onlineapprai salsthroughitsMornetPlusnetwork.

Taketheonlineappraisal technology |eap today andyou
will increaseyour speed and profits.

Reprinted with permission from the author, Michael Schafer, President of
United Software Systems Inc., Tempe, Arizona

What to Avoid in
Securing an Assignment

It hasbeenreportedthat severa crestive, butillegal, methods
of securing appraisal assignmentsareoccurringinour state.
Twoverifiedexamplesareprovided. Thefirstisthepromise
by theappraiser to providethelender withan expensiveset
of golf clubs for every ten appraisal assignment orders
received. The second is a nice dinner for every three
appraisal assignment ordersreceived. Both breach Utah
state law and the Uniform Standards of Professional
Appraisa Practice(USPAP).

According to the management section of USPAP,
“Disclosure of fees, commissions, or things of value
connected to the procurement of an assignment should
appear in the certification of awritten report and in any
tranamitta letterinwhichconclusonsarestated.” (Emphasis
added). AlthoughthisUSPAP EthicsRuledoesallow the
appraiser toprovideaclientwitha*findersfee,” it must be
properly disclosed. However, Utah Statelaw supersedes
USPAP. It statesin 61-2b-29(7) that “...paying afinder’s
fee or referral feeto aperson not registered [licensed] or
certified under thischapter in connectionwithan appraisa of
real estate of real property in this state” is grounds for
disciplinary actionwhichmay include® revoking, suspending,
or placingaperson’ sregistration[license] or certificationon
probation, denying a person’s registration [license] or
certification, orderingremedial education, andimposinga
penalty upon aperson not to exceed $1000 per violation.”
(Insertsand emphasisadded.)

Also, the Federal Real Estate Settlement Procedures Act
(RESPA), 12USC 2607, prohibitsany personfromgiving
or receiving anything of valuefor the

referral of a settlement service, O
includingappraisas.

TAYA

This type of business practice must
stop. Iteiminatesfair competitionand
jeopardizestheprotectionof thepublic
fromfraudulent lendingactivity. The
Division of Real Estate will vigorously prosecute any
appraisers who violate these unprofessional and illegal
practices.
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AQB Looks at Requiring a
College Degree
for New Appraisers

Initsrecent meetingin San Diego, the Appraiser Qualifications
Board (AQB) movedto create atask forceto prepareaModel
Appraiser Licensing Law and Administrative Code. Thetask force
will bechargedwith creating anumber of administrativeformssuch
asapplicationsfor apprai ser Certification, reciproca license, tempo-
rary practiceand others. Thetask forcewill asolook at appraiser
qualificationsand therequirement of acollegedegreefor Apprai ser
Certificationand Licensure.

Seriouscongderationisapparently being reviewed by the AQB
regarding changingtheAppraiser Certificationrequirements. The
AQB commentedthat theModel Law “ projectistimely sincethe
AQB will berevisingreal property appraiser qualificationcontentin
the2001-3timeframe.”

The AQB will appoint nineactivestateregul atorsto the Board and
will solicit recommendationsfrom AAROfor candidatesfor thetask
force.

Duringthemeeting, the AQB adopteditspreviousexposuredraft,
implementing therulethat aclientisnot required for apprai ser
experiencecredit.

TheBoard also added toitswork plan Advanced Personal Property
Appraiser Qualifications. TheAdvanced Personal Property Ap-
prai ser Qualificationshasbeenavery controversia subject, with
many real estate apprai sersand associ ationscontending that the
Board should avoid becominginvolvedinall personal property
appraisa qualificationcriteria. Of theappraisal associationssur-
veyed, morewanted the AQB to avoid thepersonal property work
thanthosewho favoredthework. Of theindividual personal prop-
erty appraiserssurveyed, alargemajority wanted thework to
continue. Theprojectissubjecttofinancingby TheAppraisa
Foundationfromnon-federal grant funds, asthe A ppraisal Subcom-
mitteefunding may beused only for real property appraiser projects.

Reprinted with permission from the Master Appraiser, Vol XVII, No. 11, Nov.

1999
—

Disciplinary
Sanctions

BATH, J ROBERT, State-Certified Residential
Appraiser, Gilbert, AZ. Renewal denied effective
Sept. 16, 1999, based on failing to maintain
adequaterecords, misrepresenting material facts,
and egregious errors in his appraisals which
suggest either competency problemsor inten-
tiona mischaracterization.

BEXELL, STEVEN, Certified Residentia
Appraiser, Riverdale, UT. Certificationrenewed
on probationary status due to failute to make
monthly restitution paymentsin Second District
Court Case 921900237

DALTON, ERIC, State-Certified Residential
Appraiser, Draper, UT. Surrendered his
certification effective Sept. 19, 1999inlieu of
continuing to respond to fourteen complaints
against himunder investigation by theDivision.
Mr. Dalton may not reapply for anew apprai ser
licenseor certificationfor at least fiveyears, own
or managean appraisal company for at least five
years, or work for aUtah Appraiser asatrainee,
unclassifiedindividua earning pointsfor licensure
or certification, asclerical support staff, orinany
other capacity for atleastfiveyears. #AP94-10-
30

EASTON, RICHARD E., State-Registered
Appraiser, Magna, UT. Surrendered his
registration effective Sept. 14, 1999 in lieu of
continuing to respond to the Division's
investigation. He may not reapply for a new
appraiser licenseor certificationfor at least five
years. #AP97-10-03

LOOS, CARL, Registered Appraiser, Provo,
UT. In lieu of responding to the Division's
investigationof threecomplaintsagainghim, Loos
surrendered hiscurrent registration and agreed
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not toapply for anew registration, license,
or certificationfor at least fiveyears. Loos
neither admitted not denied thed legations
inthecomplaintsthat hefailedtousebetter
comparableswhichhadsgnificantly lower
prices than the ones he chose, that he
reported inaccuratesquarefootageinan
appraisal, and that he appraised a
property substantially in excess of the
price at which other units in the same
complex werelistedfor sale. #AP97-11-
17, AP98-10-24, & AP99-04-09

PROWELL, KEVIN, Registered Ap-
praiser, Sandy, UT. Registrationrenewed
on probationary status duetoaD.U.I.
conviction.

TIDWELL,LINCOLN, Registered Ap-
praiser, American Fork. Agreed to
surrender hisappraisal registrationtothe
Division by August 20, 1999 and not to
reapply for anew licensefor at |east one
year. Mr. Tidwell violated USPAPRules
1-1(a) to 1-1(c), 1-4(b), and 2-1(a) ina
March, 1998 appraisal of a property
located at 10607 W. South Cover Road,
L ot 166 SaratogaSprings, No. 3 Planned
Unit Development, Utah County. #A P98-
04-07.

Practicing appraisers need to
possessthecurrent Utah statute
and rules, along with the most
current edition of USPAP 2000
--- Available in February

Contact:
Utah Division of Real Estate
P O Box 146711
Salt Lake City, UT 84114

(801) 530-6747 E?F \
-

—

If you pick them up:
USPAP -- $6.50
Rules -- $3.00

If we mail them:
USPAP -- $8.50
Rules -- $5.00

Top 10
Reasonsto
Be an
Appraiser

by Joelbach, North DakotaReal
Estate Appraiser Board Chairman

Top 10reasonswhy it isgreat
tobeanappraiser:

10. Dazzleyour friendswithyour
knowledgeof externa obsoles-
cence.

9. Thewonderful world of rats,
batsand spiders.

8.Beapart of aprofession
blamedfor thecollapseof the
savingsandloanindustry.

7. Seeplacesin peopl€ shouses
that usually requireasearch
warrant to access.

6. Arousethesuspicionof an
entirene ghborhood wheninspect-
ingcomparablesales.

5. Chancetoredlly irritateannoy-
ingreal estatesalespersons.

4.Walk around holding aclip-
boardjustlike* Skip” downat the
Jffy Lube.

3. Spend hourswriting volumesof
supporting documentationtojustify
themarket valueof property you
aready decidedwhenyoupulled
intothedriveway.

2. Seethat somepeopleredly do
hangthoseblack velvet picturesof
Elvisintherlivingrooms.

1. Beoneof thehandful of people
whoknow that USPAPisnota
medical tes.

ASB Issues
Summary of
Changes for
2000 Edition
of USPAP

The 2000 edition of USPAP will
include changes to the Ethics and
Competency Rules, Definitions,
Standard Rules 1-2, 24, Standard 3,
Standards 7 and 8 and Standards 9
and 10. A new Advisory Opinion
(AO-19), on Unacceptable As
signment Conditions, was also
approved. Numerous edits were
made to existing Statements and
Advisory Opinions to ensure
consistency with the changes in
Standards 7 and 8.

Other new features of the docu-
ment include consecutive line
numbers for reference and a more
detailed index.

Between now and the end of this
year (1999) the ASB will continue
to address a solution to the issues
surrounding Standards 4 and 5,
expose proposed changes to Stan-
dard 5, and address outstanding
guestions relating to the use of
confidential information.

Taken, in part, fromThe Accredited Review
Appraiser, Val. XIll, No. 3, Fall 1999.
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USPAP Q&A

This communication by the Appraisal Sandards Board (ASB) does not
establish new standards or interpret existing standards. The ASB USPAP
Q&Aisissuedto stateandterritory appraisal regulatorstoinformall states
and territories of the ASB responses to questions raised by regulators and
individuals; to illustrate the applicability of the Uniform Sandards of
Professional Appraisal Practice(USPAP) in specific situations; andto offer
advice from the ASB for the resolution of appraisal issues and problems.
The ASB USPAP Q& A do not constitute a legal opinion of the ASB

Question:

When I’ mdeciding whether departureisappropriateinaresl
property appraisal assignment, how do | figureout what my
“peers’ actionswouldbein performingthesameor asimilar
assignment”, asrequired by the Departure Rule?

Answer:
Although the Definition section of USPAPdoesnot containa
definitionof theterm* peers’, agood description of one’ speers
isprovidedin Statement 7:
“Appraiser’s peers’ are other competent,
qualified appraiserswho have expertisein similar
types of assignments involving similar types of
properties.”

Appraiser’ speers, therefore, may vary. Anappraiser whose
practiceincludesprimarily urban singlefamily residenceswill
havedifferent peersthan onewho speciaizesindairy farms.

Standards Rule 1-1(b) requires appraisers to be aware of,
understand, and correctly empl oy thoserecogni zed methods
and techniques that are necessary to produce a credible
appraisa.

TheCompetency Rulerequiresan appraiser “tohaveboththe
knowledge and theexperiencerequiredto performaspecific
appraisal service competently”, and suggests a number of
waysby whichan appraiser can becomecompetent, including
personal study, associationwith othershaving therequisite
knowledgeand experience, and retention of experts.

Thus, USPAP suggestsat | east four waysfor an appraiser to
determinewnhat hisor her peers’ actionswouldbeinaspecific
Situation: continuing education, personal research, association
with competent apprai sersand with other experts.

When confronted by the questions, “what would my peers
actionshe’, an appraiser canresearchit himself, ask experts

or refer to educational materials. However, themost direct
way tofind ananswer isto devel op and maintainrel ationships
with competent apprai sers, and to discusswiththemwhat their
actionswouldbeinasimilar assignment.

Question:

Isit okay for meto say inmy appraisal report that I’ ve done
aLimited Appraisal, eventhough| didn’ tinvokethe Departure
Rule?

Answer: USPAPdefines” Limited Appraisal” as.
“ The act or process of developing an opinion of
value or an opinion of value developed and
resulting frominvokingthe DEPARTURE RULE.”

By definition, then, if the Departure Ruleisnot invoked, an
appraisal isnotaLimited Appraisal. Further, all USPAP's
reporting standards(Standards 2, 5, 8 and 10, and portionsof
Standards 3 and 6) require that in reporting a Limited
Appraisal, anappraiser must “ stateand explain any permitted
departuresfrom applicablespecificrequirements.” A report
of aLimited Appraisal that lackstheserequired disclosures
wouldviolate USPAP; areport that di sclosed departuresthat
weren't actually takenwould bemid eading and sowouldalso
violateUSPAP.

A
Question:

What standard rulehavel departed fromwhen| don’ tinspect
theinterior of thesubject property?

Answer:
USPAP has no specific requirements for inspecting a
property’s interior. Standards Rule 1-1(b) requires an
appraiser to “ not commit asubstantial error of omission or
commission that significantly affects an appraisal.” The
Comment to that Ruleal so states:
“In performing appraisal services, an appraiser
must be certain that the gathering of factual
information is conducted in a manner that is
sufficiently diligent, given the scope of work
identified according to Standards Rule 1-2(f)...”

StandardsRule 1-2(€e)(1) requiresthat an apprai ser identify a
subject property’s physical characteristics, including its
location and physical attributes. But, notethat therequired
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identificationmust be relevant tothepurposeandintended use
of theappraisa”. If aninteriorinspectionisnot relevant, itis
not required. Determining whether aninterior inspectionis
relevantisascope-of-work decision, asdescribedin Standards
Rule1-2(f). TheComment tothat standard rule states:

“An appraisr must not allow assignment
conditions or other factors to limit the extent of
research or analysis to such a degree that the
resulting opinions and conclusions developed in
an assignment are not crediblein the context of the
intended use of the appraisal.”

However, if information about theproperty interior isrelevant,
but impossible to ascertain by personal inspection, the
Comment to Standards Rule 1-2(€) requiresan appraiser to:
* obtain the necessary information before pro-
ceeding, or
» wherepossible, incompliancewith StandardsRule
1-2(g), usean extraordinary assumption about such
information.

Additional guidanceabout inspecting propertiesmay befound
inAdvisory Opinion 2, “ Inspection of Subject Property Real
Estate”, Advisory Opinion5, “ Assistanceinthe Preparation of
anAppraisd”,and Advisory Opinion 15, “ UsingtheDeparture
ProvisoninDevelopingaLimited Appraisal.”

Question:

Can an appraiser prepare aretrospective appraisal, with an
effective date of value as of fiveyearsago, if the appraiser
wasn’'t even an appraiser fiveyearsago?

Answer:

Theapprai ser must comply withthe Competency Provisionat
thetimetheapprai serdevel opstheappraisal, regardlessof the
effective date of value. If the appraiser is to develop a
retrospective (or prospective) value opinion, the apprai ser
must be able—at the time he or she is performing the
assignment—to deal with thenuancesof such anassignment
(e.g., to research data associated with the retrospective or
prospective date and to analyze the datain light of market
conditionsasof that date.) Itisnot necessary for theappraiser
to be, or to havebeen, acompetent apprai ser asof theeffective
dateof value.

Anappraiser could develop aretrospectiveappraisal withan
effectivedateof valuethat isprior totheappraiser’ sowndate

of birth. Likewise, an apprai ser could devel op aprospective
appraisal with an effectivedate of valuethat occursafter the
date of his or her own death. These would be legitimate
assignmentsthat could be completed according to USPAP.
Yet certainly in such cases the appraiser could not be
considered to beacompetent apprai ser asof those effective
datesof value.

Question:
Does Standard 3 apply to business valuation or personal
property appraisal reports?

Answer:

Standard 3 of USPAP applies only to the review of real
property appraisals. It doesnot apply tothereview of business
valuation or personal property appraisal reports.

~

Question:

I’ ve been asked to “reassign” an appraisal performed for a
mortgage lender to another mortgage lender. How do |
respondtothisrequest?

Answer:
Thisquestionisaddressedin Advisory Opinion AO-10,The
Appraiser-Client Relationship, inwhichit states:

“ The appraiser has a personal obligation and a
professional responsibility to avoid any action
that could be considered misleading and to protect
the confidential nature of the appraiser-client
relationship. Smply changing the title page or
transmittal letter of an appraisal report without
full disclosure of the original appraiser-client
relationship is misleading.”

Whenaparty other thantheclient requestsan appraisal report
that identifiesthat party astheclient, asubsequent apprai ser-
client relationshipisbeing established; asecond assgnment is
begun. Theappraiser must protect the confidential nature of
hig'her relationshipwiththefirst client, inaccordancewiththe
Confidentiality sectionof theEthicsRule.

Y ou shouldtreat therequest for areassignment asarequest
for a new assignment. You should obtain permission

continued on page 8
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USPAP Q&A

continued from page 7

(preferably inwriting) fromthefirst client to proceed, andit
must beunderstood by all partiesthat asecond ass gnmentwith
adifferent apprai ser-client rel ationshipisbeing established.

Question:

A client asked me not to perform a cost approach in an
appraisal assignment, but he doesn’t want meto provide a
Limited Appraisal either. | have determined that the cost
approachisrelevant. Can| perform the cost approach and
giveitcondderationinthereconciliation, but notincludeitinthe
report (whichisaSummary Appraisal Report)?

A VAV 4

Answer:

If you have determined that the cost approach isapplicable
inthisassignment, though not necessary inorder toresultin
opinionsor conclusionsthat are credible, then the apprai sal
wouldbeaLimited Appraisa if youomitthecost approach. To
providetheclientwithaLimited Appraisal but alow himto
believethat itisnot aLimited Appraisal would befraudulent
and mid eading—and clearly aviolation of theEthicsRule.

Further, Standards Rule2-2(b)(ix) saystheapprai ser must, in
aSummary Appraisal Report, “ summarizetheinformation
analyzed, theappraisa proceduresfollowed, andthereasoning
that supportstheanalyses, opinionsand conclusions.” This
requirement would not be met if you performed appraisal
procedures but did not summarize those proceduresin the
report. Theclient andintended usersof thereport mightindeed
bemided or confusedif discussion of animportant part of the
appraisal processwasomitted fromthereport andyet that part
of processwasrelied upon.

Y ou should discusstheassignment further with theclient and
find out why theclient wantsyouto omit thecost approachyet
doesn’'t want a Limited Appraisal. Perhaps thereis some
misunderstanding on hispart about the concept of departure.

Question:

a) Jim, anindependent contractor, worksfor my appraisal
company onaregular basis. | haveawayskept all appraisal
filedocumentation (including hard copiesof appraisa reports,
field notes, drawings, etc.) at my office. Now Jim wantsto

keepthefilesreatingto hiswork inhisown possession. Under
USPAP, which appraiser should keeptheworkfile?

b) Isthe Record K eeping section of the Ethicsupheldif an
ingtitutionally-empl oyed appraiser ensuresthat hisorganiza-
tion retains copiesof hisappraisal work for fiveyears? Or,
must the apprai ser also maintain apersonal file of all work
performed?

c) A client’ sattorney requestedthat | supply all of my files/
recordsregardinganassignment. Canl dothisand till bein
compliance with the record keeping requirements for
USPAP? Also, what must | retaininmy filesasproof that the
filesarenow theresponsibility of theattorney? Will asmple
letter fromtheclient besufficient?

Answer:

According to USPAP, the appraiser, not the appraiser’s
employer or client, isultimately respons blefor theretention of
theworkfilefor theprescribed period. (SeeRecord Keeping
sectionof theEthicsRule.) Anappraiser whoisemployed by,
or works in conjunction with, another party must make
arrangements with that party to protect and preserve the
workfile, and to allow the appraiser to make the workfile
available to other parties (e.g., State appraiser regulatory
agencies) whenrequired by due processof law.

The ASB recognizes that there are a number of ways an
appraiser whoworksfor or with another party can ensurethat
filesareretained sothat the apprai ser can haveaccesstothe
filesto meet therequirementsof USPAP sEthicsRule. For
example, an appraiser and his employer or colleague may
agreethat thefileswill remainintheemployer’ sor colleague’ s
custody for theduration of therequisiteretention period and
that theapprai ser will have accesstothosefiles, if needed.

USPAP does not dictate the form or format of workfile
documentation. It is not necessary to include origina
documentsin thefile; photocopies and electronic filesare
acceptableas“truecopies’. Becausethere havebeen cases
whereemployersand othershave denied apprai sersaccessto
workfiles, anapprai ser may wishto makeand retain copiesof
workfiles. However, USPA P doesnot addressany specific
manner by which an employer or contractor and appraiser
should handlerecordretention. Thisisabusinessmatter which
should be arranged in the context of the employer---or
contractor-appraiser relationship.




January 2000

9

By the same token, provision of the workfile to a duly
authorized party, such as a client’s attorney could be, is
permitted by USPAP. However, this does not relieve the
appraiser of therespons bility for that workfile. Atnotimemay
an appraiser abdicatehisor her responsibility for aworkfile.
Therefore, whenan apprai ser relinquishespossession of afile
toaclient or theclient’ srepresentative, theapprai ser should
retain either acopy of theworkfileor writtenreferencetoan
agreement with theclient that theapprai ser will have access
totheworkfileif theneed arises.

Question:

Anappraiser included abuilding sketchwith areacal culations
inhisappraisal report. Thereview appraiser verified these
calculations, and co-signed theappraisal report. A subsequent
field review by an investigating member of a professional
appraisal practicecommittee proved themeasurementsto be
incorrect. The calculations in the appraisal report were
correct, based ontheincorrect measurements. Isthereview
appraiser responsi blefor theincorrect measurements?

Answer:

The answer is “yes’. Whenever an appraiser signs an
appraisal report, that appraiser takesfull responsibility for the
report, regardless of how the appraiser labels himself.
Standards Rule 2-5, from which departureisnot permitted,
states:

An appraiser who signsareal property appraisal
report prepared by another in any capacity
accepts full responsibility for the appraisal and
the contents of the appraisal report.

N

Comment: An appraiser acting as an employer or
supervisor signing a report of an employee or
subcontractor is as responsible as the individual
preparing the appraisal for the content and
conclusions of the appraisal and the report.
Using a conditional label next to the signature of
the employer or supervisor does not exempt the
individual from adherence to these Standards...

In addition, Standard Rule 2-3 also requires that a signed
certification be part of any written real property appraisa

report, and that the certification include the name of each
individua who provided“ significant professional assistance”
inpreparingtheappraisal.

Theissueof areview appraiser signing an appraisal reportis
addressed by thecomment to Standard 3:

“...Reviewing is a distinctly different function
from that addressed in Standards Rule 2-5. In
accordance with Sandards Rule 2-5, any
appraiser who signs the appraisal report accepts
full responsibility for the appraisal and the
appraisal report. To avoid confusion between
these two functions, review appraisers should not
sign the report under review unless they intend to
take the responsibility of a co-signer.”

Question:

I know of appraisers who consistently conclude that the
market value of any property they appraiseis equal to the
contract sale price. In doing so, they facilitate sales and
financing of sdles~whichisapparently what keepstheir clients

happy.
Isthisaviolation of USPAP?

Answer:

A contract sale price can beagood indicator of aproperty’s
market value, and it may belogical and reasonable for the
appraiser to concludethat they arethesame. However, this
isnot alwaysthecase. Insomesituations, acontract pricewill
exceed what istypical inamarket and, inother situations, a
contract pricewill belessthanwhat istypical. A contractsale
price, while a significant piece of market data, must not
become a target in an appraisal assignment. Rather,
competent analysisof relevant and crediblemarket datamust
betheappraiser’ sbasisfor amarket value conclusion.

If an apprai ser consistently concludesthat the contract sale
price of any property they appraise equals market value,
particularly whenacompetent analysisof crediblemarket data
indicatesotherwise, theappraiser’ simpartiality, objectivity
and independence appear to have been compromised. The
EthicsRuleof USPAPclearly prohibitssuchapractice. The
Conduct section of the EthicsRulestates, in part:

continued on page 10
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Appraiser Review

USPAP Q&A

continued from page 9

“ An appraiser must perform
assignmentswithimpartiality,
objectivity, and independence
and without accommodation
of personal interests.

An appraiser must not accept
an assignment that includes
the reporting of predeter-
mined opinions and conclu-
sions.

An appraiser must not com-
municate assignment results
in a misleading or fraudulent
manner. An appraiser must
not use or communicate a
misleading or fraudulent re-
port or knowingly permit an
employee or other person to
communicate a misleading or
fraudulent report.”

Anappraiser must devel opanopinionof
market valueimpartialy and objectively.
Anappraiser who selectsonly datathat
complements a contract sale price or
analyzes datain a manner to purpose-
fully support a contract sale price
violatestheEthicsRule.

7 N\
"Consider the
postage stamp; its

usefulness consists
in the ability to stick
to one thing 'til it

gets there."

Josh Billings

What Are Responsibilities of a
Supervisory Appraiser?

by Michael Christensen

TheUtah Appraiser Licenseand
Certification Board hasbeenhearing
anincreas ngnumber of casesinvolv-
ing Registered Appraiserswhohave
beenunsuccessful inobtainingthelr
Certified Resdentid status. Itis
difficulttodeny anadvancedlicense
toanyonewho hasworked many
yearsfor their Certification; however,
duetotheirlack of training, their lack
of professional perspective, andthelr
casua observanceof theUniform
Standardsof Professiona Appraisal
Practice(USPAP),theBoardis
unabletoagpprovether Certification.

After completingtherequisiteclass-
roomhoursand experience, the
applicantfor Certificationmust
providesamplesof his’her work,
present anappraisa logwhichout-
linescompleted appraisal assign-
ments, completetherequired applica-
tion paperwork, and submititall to
theDivisonof Real Estate. An
Experience& Review Committee
Member of theAppraiser Licensing
and CertificationBoardthenreviews
theapplicant’ spackagefor compli-
ancewithUtah Statelaw and
USPAP. A recommendationisthen
submittedtotheBoardfor approval
or denial. If theapplicant desiresto
appeal thedecisionof theBoard, he
or sheisprovided theformal oppor-
tunityinaLicenseeApplication
Hearing. Itisinthisforumthat the
Boardisrecognizingunprofessona

conduct by applicants, aswell asthe
Certified supervisory appraiserswho
havesgnedtheir appraisal reports.

AsnotedintheNew Webster's
Dictionary, thewordsupervise
meansto“oversee’ or “ superintend.”
AretheRegistered Appraisersinyour

officebeingproperly supervised?
Apparently,inmany

casesthey arenot!

Thesupervisng —
aopraiseris —
frequently

referredto as “theperson
whosignsmy reports.” TheRegis-
tered Appraiserswho appeal tothe
Boardafter beingdenied arebeing

directly hurt. By thetimesucha
Registered Appraiser appliesfor
Certification, hundredsof appraisals
havebeen completed by that unquali-
fiedindividua whohashadlittle,if
any, supervison. Theseinadequate
and, sometimes, dishonest gppraisal
reportshurt thepublic, bothindividu-
asandingtitutions. Ithasbeen
reported that arecord number of
homesdllersaregoingtotheclosing
of their sdleinan*“upsdedown”
pogition; i.e., salingthemforlessthan
they owe. Thepublic' strustisclearly
being breachedinmany cases, mostly
duetothelack of adequate supervi-
sonof Regiseredindividudsin
“training” by Certified Appraisers. As
noted inthe 1999 Edition of USPAP,
StandardsRule2-5* Anappraiser
whosignsareal property appraisal
report prepared by another inany
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capacity acceptsfull responsibility for theappraisal
and the contents of the appraisal report.”

Many ingppropriateprofessiona practices,includingthose
listed bel ow, arebeingidentified during theappeal process
intypica LicenseeApplicationHearings.

*| nadequateunderstanding of vital professiona
appraisal terminology

*Smpleincomeproperty anaysesdeficiencies

*Disregardfor contingency feerequirementsin

USPAP

*| nadequateunderstanding of depreciation
methodol ogy and application

*| nadequaterecord keeping (incompletefiles)

oI ncons stent descriptions

*Ingppropriately gpplied“ canned” statements

*Unreasonableadjustments

| mproper/mid eading certifications(extent of
participation andinspection)

I mproper useof certification stamps

Look inthemirror andask yoursalf thisquestion, “What
aremy respons bilitiesasasupervisory appraiser?’
Thankfully, most appraisersarehonest and actively
pursuing professondismintheir offices. But, if your
appraisal practiceisdescribed above, changeit! The
investigatorsof theDivisonof Red Estateareactively
preparing many casesagai nst supervisory appraisersfor
theUtah State Attorney Generd’ sOfficeto prosecute.
TheFBl isreportedly actively involvedinmany of these
“fraudulent” casesaswell.

Eachappraiser’ sprofessiond responsbility is,andmust
be, tothepublic. Itisnot your placeto advocatefor the
lender, client, estate, borrower, court, etc. Y our
respong bility for advocacy incompletinganappraisa
assgnmentistoyoursalf! Asthemarket changes,
unprofessiond apprai sal swhichadvocateingppropriate
positionsdecreaseindemand and prosecution of the
perpetratorsincreases. Cons stently honest appraisal
work canallow youtobeprofitableinall market

conditions. I\/I I\/I
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Are You Ethical???

by Jill Walters

Ethicsis, and should be, amgjor part of our business. It was
the primary topic of the Eighth Annual Conferenceof AARO,
the Association of Appraiser Regulatory Officialsasappraiser
regulatorsfrom 35 states, federal appraisal officials, and others
fromtheappraisal industry recently metin St. Louis, MO. Dr.
Deborah Long, DREI, CRS, GRI, ethics specialist, educator
and author from Chapel Hill, NC., gaveanexcellentinteractive
workshop on ethics to over 150 participants. She cited Dr.
Lawrence Kolberg's research, which created a map of three
levels of moral reasoning. They are:

1) Pre-conventional. Emphasis on avoiding punishments
and getting rewards (‘ might makesright,” and ‘look
out for number on€e’).

2) Conventional. Emphasison social rules (‘good girl and
nice boy,” and ‘law and order”).

3) Post-conventional. Emphasison moral principles(‘the

rules of society exist for the benefit of al,” and
‘general universal principles determine right and
wrong’).

Where do you rate yourself? Dr. Long revealed a Gallup poll
on the public’ s perception of honesty and ethical standardsin
different professions. Of the 26 professions mentioned,
pharmacists and clergy were at the top and real estate agents
were #19, beating out only lawyers, labor union leaders,
congressmen, insurance salesmen, and car salesmen!
Appraisers were not specified but may well fall into the rea
estate category!

The Ethics Provision (soon to be the Ethics Rule) in USPAP
clearly states that the appraiser “must observe the highest
standardsof professional ethics’ and “ must perform ethically
and competently . . . and not engagein conduct that isunlawful,
unethical, or improper.” For example, “the acceptance of
compensation that is contingent upon the reporting of a
predetermined value . . . isunethical;” “it is unethical for an
appraiser to . . . communicate a misleading or fraudulent
report;” and“an apprai ser must protect the confidential nature
of the appraiser-client relationship” areall parts of the Ethics
Provision.

It behooves all appraisers to take seriously the ethics of our
profession.

Used by permission from the Mississippi Appraiser Update, Fall
1998,Val.3,No.3
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For Your Information or, This and That

» Remember: appraiser licensees are not alowed to meet their continuing education requirements by
taking video courses. Because video courses are allowed for real estate licensees, many appraisers think
the same is true for their appraiser license. It's not.

» Those Registered Appraisers who are working to meet the requirements for a higher classification, and
who have been using the old documentation forms for Certified Residential or Certified General, may
still use those same forms until May 1, 2001 for documenting their experience. Y ou do not need to be
concerned with copying al your information onto the new application form.

* All appraiser licensees are required to take a USPAP course each third time they renew. That “third-
year-renewa” is figured from the very first time the appraiser licensed with the Division. Even if the
appraiser has changed classifications (RA to LA, CR or CG), the third-year-renewal is till based on the
origina date of licensing.

» The Appraisa Institute has developed three different USPAP courses: 410 Standards - Part A, 420
Standards - Part B, and 430 Standards - Part C. The Utah Appraiser Board has advised that Part A only can
meet the USPAP education requirement for prelicensing. However, both Parts A and C can be used to
satisfy the “third-year renewa” education requirement. Remember, that for prelicensing purposes and for
“third-year renewal” purposes, an exam needs to be taken and passed. Part B cannot be used for any
continuing education requirement.

Company Says 24-hour
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Appraisal Near remember

(ATLANTA) Primis Inc., which has  videdby small, independent operators You Must Notify
reducedturnaroundtimeonresidential  inahighly fragmentedindustry. Primis thr?V?/Irvtlsrllgn
- iting --

property appraisals from 10 days to
threedays, saysby theend of next year
itwill provideaone-day turnaround.

“We are committed to changing the
expectationsof theindustry,” said Primis
CEO Jim Schaper. “No other service
provider controls all the necessary
components required to achieve such
performancewithout sacrificingservice
andproduct quality.”

Traditionally, appraisals and other
property information have been pro-

vision is to become the primary
provider for information such as
appraisals, title, flood certifications,
inspections and other property ser-
Vices.

Schaper said his company goal was
ultimately toreduceturnaroundtimeto
lessthanaminute.

Reprinted with permission from the “ Real
Estate Intelligence Report” , December 6,

1999
nJ
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Within 10 Days of:

Q

*a change of personal address
*a change of business address

a change of name
a change of personal or
business telephone number

ea conviction of a criminal

offense

«a filing of bankruptcy

(S




